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With the establishment of the market economy system, the importance of Chinese
listed companies in the whole national economic development is increasingly promi-
nent. With the intensification of international competition, China’s enterprises not only
face the competition from domestic enterprises ,but also face the competition from com-
panies all around the world.If the enterprises want to stand out from this competition,
they must have enough strong competitive strength and know the position of their com-
panies in the industry. Therefore, we need to take certain methods,which can not only
help us get the comprehensive evaluation of financial performance of our companies,
but also compare with other enterprises in the industry .
This paper firstly discussed research background ,significance and the research s-
tatus .Then, we improve the original indicators with the variation coefficient method
and entropy value method .Then,we use improved datas to made principal component
analysis and achieve better dimension reduction effect. This paper took 30 listed food
companies as samples, and carried on the empirical research according to the financial
index of its annual reports . In the process of empirical study, we used the improved
principal component analysis to extract the principal component and get indicators’
dimension reduction. Before the improvement, we extracted six main components.
After the improvement, the extracted principal component reduced from six to three,
which proved the effectiveness of the improved principal component method.Through
the analysis, we get that the three principal components can be on behalf of the ability
of the listed companies in five aspects: profitability,debt paying ability, growth ability,
operation ability, and cash flow ability. Then, we got a ranking according to the com-
prehensive score of the samples company . Next,we classified the sample companies
using cluster analysis, then analyzed and discussed the advantages and disadvantages
of all kinds of companies according to the classification results . Finally, according to
the conclusions of this article , we provided certain decisions and recommendations to
the enterprise managers, creditors, investors and other stakeholders , which have certain
reference significance.
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